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E.O. 11652: N/A 
TAGS: ETRD, GATT, PO 

SUBJECT: GATT: BALANCE-OF-PAYMENTS CONSULTATIONS WITH 
PORTUGAL 

REFERENCE: STATE 018328 

1 . THE TRADE POLICY STAFF COMMITTEE HAS APPROVED DRAFT 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 020837 

DOCUMENT 78-7 (REFTEL) WITH THE FOLLOWING AMENDMENTS: 

2. CHANGE PARAGRAPH 4, RECOMMENDATION (2) TO READ: STATE 
THAT THE UNITED STATES SUPPORTS THE PORTUGESE GOVERNMENT'S 
DECISION TO UNDERTAKE FUNDAMENTAL AND EFFECTIVE MEASURES, 
SUCH AS THE 1977 DEVALUATION, TO IMPROVE THE EXTERNAL 
BALANCE, AND ITS DECISION TO TERMINATE THE IMPORT DEPOSIT 
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SCHEME ON JANUARY 1, 1978. 

3. CHANGE PARAGRAPH 7, SENTENCE 6 TO READ: THE GOVERNMENT 
WAS ABLE TO TEMPORARILY SUPPRESS THE EFFECTS OF INFLATIONARY 
MONETARY AND FISCAL POLICIES BY PRICE CONTROLS AND A FIXED 
EXCHANGE RATE. 

4. ADD AT THE END OF PARAGRAPH 7: A SUCCESSFUL INCOMES 
POLICY WHICH HELD WAGE INCREASES IN 1977 TO BETWEEN 12 AND 

15 PERCENT MEANT THAT REAL INCOMES LAST YEAR DROPPED ABOUT 
9 PERCENT FOLLOWING AN ESTIMATED 4 PERCENT DECREASE IN 1976. 

5. CHANGE PARAGRAPH 8, SENTENCE 2 TO READ: THE TRADE- 
WEIGHTED EXCHANGE RATE FELL 20 PERCENT BETWEEN MARCH 1973 
AND FEBRUARY 1977. IN PARAGRAPH 8, SENTENCE 3, CHANGE DATE 
FROM 1976 TO 1977. 

6. CHANGE PARAGRAPH 10, SENTENCE 3 TO READ: INTEREST CHARGES 
ALONE ON THIS DEBT AMOUNTED TO 150 MILLION DOLLARS IN 1977 
OR ABOUT 8 PERCENT OF 1976 EXPORTS. 

7. CHANGE PARAGRAPH 11, SENTENCE 1 TO READ: LISBON IN THE 
PAST HAS MAINTAINED THAT LARGE DEVALUATIONS AND AUSTERITY 
MEASURES WOULD NOT IMPROVE THE TRADE BALANCE SUFFICIENTLY 
TO BE WORTH THE COST IN INFLATION AND DOMESTIC OPPOSITION 
AND THAT ITS EXPORTS ALREADY WERE COMPETITIVE. 
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8. CHANGE PARAGRAPH 12, SENTENCE 2 TO READ: THE FEBRUARY 
AND AUGUST 1977 EXCHANGE RATE ACTIONS HAVE ALREADY BEEN 
MENTIONED. 

9. IN PARAGRAPH 12, SENTENCE 4, DELETE THE PHRASE "UNDER 
IMF PRODDING". 

10. IN PARAGRAPH 15, SENTNCE 3, ADD "FIRST CREDIT 
TRANCHE" BEFORE "STAND-BY ARRANGEMENT". VANCE 
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